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CERTIFICATE OF BOARD
Guthrie Common School District King 135-001
Name of School District County Co. - Dist. Number

We, the undersigned, certify that the attached annual financial reports of the above-named school district
were reviewed and (check one) approved disapproved for the year ended August 31, 2015,

at a meeting of the Board of Trustees of such school district on the 17" day of December, 2015.

Signature of Board Secretary Signature of Board President

If the Board of Trustees disapproved of the auditor's report, the reason(s) for disapproving it is (are):
(attach list as necessary)
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Lunpoen, TEXAs 7420810054

Independent Auditor's Report

UNMODIFIED OPINIONS ON THE BASIC FINANCIAL STATEMENTS

Board of School Trustees
Guthrie Common School District
Guthrie, Texas

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of Guthrie Common School
District (the District), as of and for the year ended August 31, 2015, and related notes to the financial
statements, which collectively comprise the District’s basic financial statements as listed in the table of
contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reascnableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, business-type activities, each major fund, and
the aggregate remaining fund information of Guthrie Common School District, as of August 31, 2015, and
the respective changes in financial position and, where applicable, the cash flows thereof for the year then
ended in accordance with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management's
Discussion and Analysis on pages 4-9, budgetary comparison information on page 40, and the pension-
related information on pages 41-43 be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of management
about the methods of preparing the information and comparing the information for consistency with
management's responses to our inquiries, the basic financial statements, and other knowledge we
obtained during our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient evidence
to express an opinion or provide assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Guthrie Common School District’s basic financial statements. The accompanying combining
balance sheets and statements of revenues, expenditures and changes in fund balance for all non-major
governmental funds and TEA required schedules are presented for purposes of additional analysis and
are not a required part of the basic financial statements.

Such information is the responsibility of management and was derived from and relates directly to the
underlying accounting and other records used to prepare the basic financial statements. The information
has been subjected to the auditing procedures applied in the audit of the financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the financial statements or to the financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in
the United States of America. In our opinion, this accompanying information is fairly stated in all material
respects in relation to the financial statements as a whole.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 23,
2015, on our consideration of Guthrie Common School District’s internal control over financial reporting
and our tests of its compliance with certain provisions of laws, regulations, contracts, grant agreements
and other matters. The purpose of that report is to describe the scope of our testing of internal control
over financial reporting and compliance and the results of that testing, and not to provide an opinion in the
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the District's internal control
over financial reporting and compliance.

Certified Public Accountants

Lubbock, Texas
November 23, 2015
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GUTHRIE COMMON SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS

INTRODUCTION

Our discussion and analysis of the Guthrie Common School District’s (the District) financial performance provides
an overview of the District's financial performance for the year ended August 31, 2015. It should be read in
conjunction with the District's Basic Financial Statements and independent Auditor’s report.

The Management’s Discussion and Analysis (MD&A) is an element of the new financial reporting model adopted
by the Governmental Accounting Standards Board (GASB) in their Statement No, 34, Basic Financial Statements —
and Management's Discussion and Analysis — for State and Local Governments.

FINANCIAL HIGHLIGHTS

The net position of the District increased by $360,694, or 2.9%. The District’s statement of activities showed total
revenues were $5,349,322, and expenses totaled $4,988,628.

The District ended the year, August 31, 2015, with total net position of $12,680,595, and unrestricted net position
of $6,645,938. The balance of cash and investments at August 31, 2015, was $6,762,422,

Total general fund expenditures were $4,128,478 for the year ended August 31, 2015. This compares with general
fund expenditures of $4,156,562 for the year ended August 31, 2014. This decrease is attributable to decreases in
recapture payments net of increases in food costs and purchase of a bus and house.

The District’s total revenues on the fund financial statements decreased from $5,027,085 in 2013-14 to 354,648,077
in 2014-15. This decrease was primarily attributable to no longer receiving federal assistance for cafeteria fund and
decreases in state revenue.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of a series of financial statements and notes to those statements. The statements are
organized so the reader can understand the District as a whole, and then proceed to provide an increasingly detailed
look at specific financial activities,

The government-wide financial statements include the Statement of Net Position and the Statement of Activities.
These provide information about the activities of the District as a whole and present a longer-ferm view of the
District's property and debt obligations and other financial matters. They reflect the flow of total economic resources
in a manner similar to the financial reports of a business enterprise.

Fund financial statements report the District's operations in more detail than the government-wide statements by
providing information about the District's most significant funds. For governmental activities, these statements tell
how services were financed in the short term as well as what resources remain for future spending. They reflect the
flow of current financial resources, and supply the basis for tax levies and the appropriations budget. For proprietary
activities, fund financial statements tell how the services of the District were sold to departments within the District.
The fiduciary statements provide financial information about activities for which the District acts solely as a trustee.

The notes to the financial statements provide narrative explanations and additional data needed for full disclosure in
the government-wide statements and the fund financial statements.

The combining statements for non-major funds contain information about the District’s individual non-major funds.
The section labeled TEA Required Schedules contains data used by monitoring or regulatory agencies for assurance
that the District is using funds supplied in compliance with the terms of grants.
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Reporting the District as a Whole

Government-Wide Financial Statements

The analysis of the District's overall financial condition and operations is presented in the Statement of Net Position
and the Statement of Activities. Its primary purpose is to show whether the District is better off or worse off as a
result of the year's activities. The Statement of Net Position includes all the District's assets and liabilities at the end
of the year while the Statement of Activities includes all the revenues and expenses generated by the District's
operations during the year. These statements apply the accrual basis of accounting, which is the basis used by private
sector companies.

All of the current year's revenues and expenses are taken into account regardless of when cash is received or paid.
The District's revenues are divided into those provided by outside parties who share the costs of some programs, such
as tuition received from studentis from outside the district and grants provided by the U.S. Department of Education
to assist children with disabilities or from disadvantaged backgrounds (program revenues), and revenues provided by
the taxpayers or by TEA in equalization funding processes (general revenues). All the District's assets are reported
whether they serve the current year or future years. Liabilities are considered regardless of whether they must be
paid in the current or future years,

These two statements report the District's net position and changes in them. The District’s net position (the difference
between assets and liabilities) provide one measure of the District's financial health, or financial position. Over time,
increases or decreases in the District’s net position are one indicator of whether its financial health is improving or
deteriorating. To fully assess the overall health of the District, however, you should consider non-financial factors
as well, such as changes in the District's average daily attendance or ils property tax base and the condition of the
District's facilities.

In the Statement of Net Position and the Statement of Activities, the District is reporting its governmental activities
and business type activities. The District currently has no component units as defined in the GASB Statement 34.

Governmental activities — All of the District's basic services are reported here, including the instruction,
counseling, co-curricular activities, food services, transportation, maintenance, community services, and general
administration. Property taxes, tuition, fees, and state and federal grants finance most of these activities.

Business type activities — The District’s for profit participation in the Texas Virtual School Network is a business
type activity accounted for in an enterprise fund.

Reporting the District's Most Significant Funds

Fund Financial Statements

The fund financial statements provide detailed information about the most significant funds — not the District as a
whole. Laws and contracts require the District to establish some funds, such as grants received from the U.S.
Department of Education through TEA. The District's administration establishes many other funds to help it control
and manage money for particular purposes. The District's three fund types: governmental, proprietary, and fiduciary
— use different accounting approaches.

Governmental funds — Most of the District's basic services are included in governmental funds. These use
meodified accrual accounting (a method that measures the receipt and disbursement of cash and all other financial
assets that can be readily converted to cash) and report balances that are available for future spending. The
governmental fund statements provide a detailed short-term view of the District's general operations and the basic
services it provides. We describe the differences between governmental activities (reported in the Statement of Net
Position and the Statement of Activities) and governmental funds in reconciliation schedules following the fund
financial statements.

Proprietary Fund — Internal Service Fund — The District reports the activities for which it charges users (other units
of the District) in proprietary funds using the same accounting methods employed in the Statement of Net Position
and the Statement of Activities. The internal service funds (the District’s only category of proprietary funds) report
activities that provide worker’s compensation insurance coverage to the District's other programs and activities.
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Proprietary Fund — Enterprise Fund — The District sets its own pricing policies intended to make a profit in its
Texas Virtual School Network Participation, and as such, accounts for this activity in this fund.

* Fiduciary funds — The District is the trustee, or fiduciary, for money raised by student activities. The District is
responsible for ensuring that the assets reported in these funds are used only for their intended purposes and by those
to whom the assets belong. We exclude these activities from the government-wide financial statements because the
District cannot use these assets to finance its operations.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Our analysis focuses on the net position (Table 1) and changes in net position (Table II) of the District's governmental
and business-lype aclivities. The financial information for 2014 in the following tables does not include the
retroactive recognition of the net pension liability and related expenses.

Table |
Guthrie Common School District
Net Position
August 31, 2015 and 2014

August 31,
2015 2014
Cash and Temporary Investments $ 6,762,422 3 6,878,480
Receivables 323,696 353,868
Capital Assets 9,169,167 9,405,847
Total Assets $ 16,255,285 $ 16,638,195
Deferred Outflows Related to Pension Liability $ 34365 §

Total Deferred Qutflows 5 34,365 $ 0
Current Liabilities $ 890,193 3 880,691
Long Term Liabilities 2,654,111 3,200,000

Total Liabilities $ 3,544,904 $ 4,080,6m
Deferred Inflows Related to Pension Liability b 64,151 $

Total Deferred Inflows 3 64,151 3 0
Net Position

Net Investment in Capital Assets $ 5,969,169 $ 5,470,847

Restricted for Debt Senice 65,488 69,418

Unrestricted Net Position 6,645,938 7,017,239

Total Net Position $ 12,680,595 $ 12,557,504
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Changes in Net Position

The District’s net position increased during the year ended August 31, 2015. The net position increased by $360,694
(See Table 11). Unresiricted net position — the part of net position that can be used to finance day-to-day operations
without constraints established by debt covenants, enabling legislation, or other legal requirements — was $6,645,938
(Table I} at August 31, 2015. This compares with the District’s unrestricted net position at August 31, 2014, of
$7,017,239, a decrease of $371,301.

Table Il
Guthrie Common School District
Changes in Net Position
For the Years Ended August 31, 2015 and 2014

August 31,
2015 2014
Revenues:
Program Revenues:
Charges for Senices 5 705,416 $ 357,770
Operating Grants and Contributions 156,431 177,581
General Revenues:
Maintenance and Operations Taxes 2,917,034 2,861,269
Interest and Sinking Taxes B43,663 870,408
State Aid Formula Grants 582,183 926,857
Imestment Eamings 12,927 12,825
Miscellaneous 131,668 148,935
Total Revenue $ 5349322 $ 5,375,645
Expenses:
Instruction and Instructional-Related Senices $ 2,471,290 $ 2,272,457
Instructional and School Leadership 49,465 38,291
Student Support Senices 19,347 14,447
Student Transportation 234,682 262,065
Food Sendces 242,270 140,253
Extracumicular Activities 184,483 180,278
General Administration 280,083 329,990
Plant Maintenance and Operations 947,341 815,085
Security, Monitoring, and Data Processing Senices 83,331 83,101
Interest and Fees on Long Term Debt 112,988 130,738
Contracted Instructional Senices 287,728 747,226
Payments to Member Districts 16,637 24,016
Other Intergovemmental Charges 58,983
$ 4,988,628 $ 5037947
Increase in Net Position $ 360,694 5 337,698
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The District's total revenues decreased from $5,375,645 in fiscal year 2014 to $5,349,322, a decrease of $26,323.
This decrease was attributable to decreases in state revenue net of increases in the Virtual School Network. The total
expenses of the District decreased by $51,213 from $5,037,947 to $4,988,628 due to the decreases in recapture
payments net of increases in food costs and increase in expenses in the Virtual School Network.

Other factors impacting the District’s financial position include the following;

The District increased the total property tax rate by $0.0264 cents per 100 dollars of valuation. The District
is currently below the State maximum tax rate for maintenance and operations of $1.04, with a rate of $1.03
and $1.00 for the fiscal years ended August 31, 2015 and 2014, respectively. The District’s appraised
valuation of taxable property decreased from $286,033,145 to $283,878,516, a decrease of $5,154,629, or
0.76%. This decrease is attributable to a slight decline in property values. The total school property taxes
assessed for school year 2015 were $3,772,462. This is an increase of $46,880 from the $3,725,582 assessed
in 2014, and is attributable to increase in tax rate, even though slight decline in property values.

The District’s average daily attendance (ADA} is the basis for most of the State funding. The ADA increased
from 103 in 2014 to 109 in 2015.

Fund Balances
‘The District’s total Governmental Funds fund balance was $6,242,122. This fund balance is reported in the various
Governmental funds as follows:

General Fund Unassigned $1,522,226. This balance is available for current spending; however, it has been the
practice of the District to try and maintain a fund balance that is at least equal to several months operating expenses.

General Fund Committed for Construction $4,655,000. This balance has been commitied for construction by the
Board of Trustees for future planned construction projects.

Debt Service Fund $64,896. These funds are restricted by debt service covenants to fund the principal and interest
payments of the bond issues.

Budgetary Highlights
Over the course of the year, the Board of Trustees revised the District's budget several times. These budget
amendments were necessary to reflect the revised estimates of revenues and expenses.

CAPITAL ASSET AND DEBT ADMINISTRATION

CAPITAL ASSETS
Financial statement footnote no. 6 discloses the capital asset activity for the year ended August 31, 2015,

DEBT
Financial statement footnote no. 8 discloses the debt activity for the year ended August 31, 2015.

FACTORS BEARING ON THE DISTRICT’S FUTURE

The District has budgeled $3,565,244 in general fund revenues for fiscal year 2015-2016. This is a decrease of
$212,406 from the $3,777,650 actual general fund revenue for 2014-2015 fiscal year.

The District also budgeted $3,935,366 in general fund expenditures for fiscal year 2015-2016. This is a decrease of
$193,111 from the actual general fund expenditures of $4,128,477 expended in 2014-2015.
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CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, and creditors with a general overview of the
District's finances and to show the District's accountability for the money it reccives. If you have questions about
this report or need additional financial information, contact the District's business office, at Guthrie Common School
District, P.O. Box 70, Guthrie, Texas 79236.



BASIC FINANCIAL STATEMENTS
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GUTHRIE COMMON SCHOOL DISTRICT
Exhibit A-1
STATEMENT OF NET POSITION
AUGUST 31, 2015
1 2 3
Primary Government
Business-
Governmental Type
Activities Activities Total
ASSETS AND OTHER DEBITS:
Cash and Cash Equivalents $ 6,290,268 3 472,154 $ 6,762,422
Properly Taxes Receivable 14,691 14,691
Allowance for Uncollectible Taxes (1,295) {1,295)
Due from Other Governments 309,132 309,132
Accrued Interest 1,168 1,168
Internal Balances (113,655) 113,655 0
Capital Assets:
Land 41,061 41,061
Buildings, Net 8,817,149 8,817,149
Furniture and Equipment, Net 57,882 57,882
Vehicles, Net 253,075 253,075
Total Assets $ 15,669,476 $ 585,809 $ 16,255,285
DEFERRED OUTFLOWS OF RESOURCES:
Deferred Outflow Related to Pension Liability 3 34365 % 5 34,365
Total Deferred Quiflows of Resources $ 34,365 3 0 $ 34,365
LIABILITIES:
Accounts Payable 3 35845 § 3 35,845
Accrued Wages Payable 94,291 3,360 97,651
Accrued Expenses 1,630 67 1,697
Due Within One Year 755,000 755,000
Due in More than One Year 2,445,000 2,445,000
Net Pension Liability 209,711 209,711
Total Liabilities $ 3541477 5 3,427 $ 3,544,904
DEFERRED INFLOWS OF RESQURCES;
Deferred Inflow Related to Pension Liability L 64,151 5 3 64,151
Total Deferred Inflows of Resources 3 64,151 $ 0 $ 64,151
NET POSITION:
Net Investment in Capital Assets $ 5969169 § $ 5969,169
Restricted for Debt Service 65,488 65,488
Unrestricted Net Position 6,063,556 582,382 6,645,938
Total Net Position $ 12,098,213 $ 582,382 $ 12,680,595

The accompanying notes are an integral part of this statement.
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GUTHRIE COMMON SCHOOL DISTRICT

STATEMENT OF ACTWITIES
FOR THE YEAR ENDED AUGUST 31, 215

Program Revenues

Exhibit B-1

Net (Expense) Revenue and
Changas in Net Position

1 3 4 [ 7 8
Operating Total Business-
Charges for Grants and Gavernmental Type
Expensas Services Contributions Activitios Activities Total
GOVERNMENTAL ACTIVITIES
Instruction § 1,870,496 3 3 112,840 $ (1,757656) % § (1.757,656)
Instructional Resources and Media Services 102,015 5,626 196,189) {96,189)
Cumiculum and Staff Devalopment 17,067 (17.067) {17,087)
School Leadarship 32,398 1,122 {31,276) (31,276)
Guidance. Counsaling, and Evaluation Services 16,968 607 {16,361) (16,361)
Haalth Services 2,379 (2,379) 12,379)
Student Transportation 234,682 5,649 (229,033} {229,033}
Food Services 242,270 2,944 (239,328) {239,326)
Extracurricular Activities 184,483 6,902 2,597 [174,984) {174,984)
Ganeral Adminlstration 280,083 5,751 {274,332} (274,332)
Plant Maintenance and Operalions 947,341 16,472 (530,869} (930,869)
Security and Monitoring Services 6.327 19 {6,308) {6,308)
Data Processing Services 77,004 2,604 (74,400) {74,400)
Interest on Long-Term Dabt 112,188 {112,188) {112,188)
Bond lzsuance Cost and Fees 800 {B0OO) (800)
Contracted Instructional Services 287,728 (287,728) (287,728)—
Payments to Member Districts 16,637 (16,637) {16,637}~
Cther Intergovemmental Charges 58,983 (58,983} {58.983) =
TG Total Govermmental Activities § 4,489,849 $ 6,902 1 156,431 $ (4326516) % D % (4,326516)
BUSINESS-TYPE ACTIVITIES
Enterprise Funds - Locally Defined 498,779 598.514 199.735 199,735
TP Total PrAmary Government $ 4,988,628 ] 705,416 3 156,431 3 (4,326,516) § 199,735 $ (4,126,781)
Data
Control
_Codes  General Rev
MT Property Taxes, Lavied for General Purposes $ 2917034 % § 2917034
DT Property Taxes, Levied for Dabt Service 543,663 843,663
SF State Aid Formula Grants 582,183 582,183
GC Grants and Contributions not Restricled 7,384 7,384
IE Investmant Earmnings 12,927 12,927
Ml Miscellaneous Local and Intermediata Revenue 124,284 124,284
TR Total General Revenues and Special llems $_ 4487475 § 0 § 4487475
CN Change in Net Position 3 160,959 § 199,735 § 360,694
NB Net Position - Beginning 12,174,857 382,647 12,557,504
PA Prior Period Adjustment Required by GASB 68 (237.603) {237,603)
MNE Net Posilion - Ending $ 12098213 § 582,382 3 12,680,505
E— S

The accompanying notes are an Integral part of this statement
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GUTHRIE COMMCN SCHOOL DISTRICT

EXHIBIT C-1
BALANCE SHEET
GOVERNMENTAL FUNDS
AUGUST 31, 2015
21}
10 50 Nonmajor Tolal
General Debt Service Governmental Governmental
Fund Fund Funds Funds
ASSETS
Cash and Cash Equivalents 3 6,224,299 3 64,896 § $ 6,289,195
Property Taxes - Delinquent 11,608 3,082 14,691
Allowance for Uncollectible Taxes {1,201) (94) (1,295)
Due from Other Governments 309,132 309,132
Accrued Inlerest 1,168 1,168
Total Assels $§  6,545007 $ 67,884 5 1] $ 6,612,891
LIABILITIES
Accounts Payable 3 21,582 $ 3 $ 21,582
Accrued Wages Payable 94,291 94,291
Due ta Other Funds 239,870 239,870
Accrued Expenditures 1,630 1,630
Total Liabitities 3 357,373 $ 0 $ 0 3 357,373
DEFERRED INFLLOWS OF RESOURCES
Unavailable Revenue - Property Taxes $ 10,408 3 2,988 3 $ 13,396
Total Deferred Inflows $ 10,408 b 2,988 $ 4] $ 13,396
FUND BALANCES
Restricted for:
Retirement of Long-Term Debt 3 L 64,896 5 $ 64,896
Committed for: o
Construction 4,655,000 4,655,000
Unassigned 1,522,226 1,522,226
Total Fund Balances $ 6177226 5 64,896 3 1] $ 6242122
Total Liabilities, Deferred Inflows, and Fund Balances $ 6,545,007 5 67,884 3 1] § 661289

The accompanying notes are an integral part of this statement.
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GUTHRIE COMMON SCHOOL. DISTRICT

RECONCILIATION OF THE GOVERNMENTAL FUNDS
BALANCE SHEET TO THE STATEMENT
OF NET POSITION
AUGUST 31, 2015

The District uses internal service funds to charge the costs of certain activities, such as
workers compensation, to appropriate functions in other funds. The assets and liabilities of
the intemal service fund are included in governmental activities in the statement of net
position. The net effect of this consolidation is to increase net position.

Capital assets used in governmental activities are not financial resources, and therefore,
are nat reported in governmental funds. At the beginning of the year, the cost of these
assets was $15,189,099, and the accumulated depreciation was ($5,783,252). The net
effect of including beginning balances for capital assets (net of depreciation) in the
governmental activities is to increase net position.

The issuance of long-term debt provides current financial resources to governmental funds
but does not effect the Statement of Activities. This amount is the beginning of the year
outstanding bonds payable.

Current year capital outlays and long-term debt principal payments are expenditures in the
fund financial statement, but they should be shown as increases in capital assets and
reductions in long-term debt in the government-wide financial statements. The net effect of
including the 2015 capital outlays $258,036 and debt principal payments $735,000 is to
increase net position.

The 2015 deprecialion expense of ($494,716) increases accumulated depreciation. The
net effect of the current year's depreciation is to decrease net position.

Included in the items related to debt is the recognition of the District's proportionate share of
the net pension liabilities required by GASB 68 in the amount of ($209,711), a Deferred
Resource Inflow related to TRS in the amount of ($64,151), and a Deferred Resource
Outflow related to TRS in the amount of $34,365. This amounted to a decrease in net
posilion.

Various other reclassifications and eliminations are necessary to convert from the modified
accrual basis of accounting to accrual basis of accounting. This includes recognizing
deferred property tax revenue of $13,396 as revenue. The effect of this reclassification is
to increase net position.

Net Position - Governmental Activities (Exhibit A-1)

The accompanying notes are an integral part of this statement.

Exhibit C-2

§ 6,242,122

113,025

9,405,847

(3,935,000)

993,036

(494,718)

(239,497)

13,396

$ 12,098,213
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GUTHRIE COMMON SCHOOL DISTRICT

Exhibit C-3
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED AUGUST 31, 2015
98
Data 10 50 Other Total
Control General Debt Service Governmental Governmental
_Codes_ Fund Fund Funds Funds
Revenues:
5700 Local and Intermediate Sources $ 3059008 % 843071 § $ 3,802,079
5800 State Program Revenues 716,642 7,776 724418
5900 Federal Program Revenues 21,580 21,580
5020 Total Revenues $ 3775850 % 843,071 § 29,356 § 4,648,077
Expendiures:
0011 Instruction $§ 1633118 § $ 29356 § 1,662,474
0012 Instructional Resources and Media Services 90,050 80,050
0013 Curriculum and Staff Development 15,076 15,076
0023 School Leadership 28,602 28,602
0031 Guidance, Counseling, and Evaluation Services 14,976 14,976
0033 Health Services 2,101 2,101
0034 Student Transportation 275,295 275,295
0035 Food Services 213,988 213,988
0036 Extracurricular Activites 162,926 162,926
0041 General Administration 247,342 247,342
G051 Plant Maintenance and Operations 843,084 843,084
0652 Security and Monitaring Services 5,589 5,689
0053 Data Processing Services 68,000 68,000
0071 Principal on Long-Term Debt 735,000 735,000
0072 Interest on Long-Term Debt 112,188 112,188
0073 Bond Issuance Cost and Fees 800 800
0081 Facilities Acquisition and Construction 164,983 164,983
0091 Contracted Instructional Services 287,728 287,728
0093 Payments to Fiscal AgentyMember Districts 16,637 16,637
0099 Other Intergovernmental Charges 58,983 58,983
6030 Total Expenditures $ 4128478 & 847,988 § 29,356 $ 5,005,822
1200 Net Change in Fund Balance $ (362,828) % (4917) % 0 $ {357,745)
0100 September 1 - Fund Balance 6,530,054 69,813 0 6,599,867
3000 August 31 - Fund Balance $ 6177226 § 64896 § 0 $ 6242122

The accompanying notes are an integral part of this statement.
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GUTHRIE COMMON SCHOOL DISTRICT
Exhibit C-4
RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCE
OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED AUGUST 31, 2015

Net Change in Fund Balances - Total Governmental Funds (Exhibit C-3) $ (357,745)

Amounts reported for governmental activities in the statement of activities (Exhibit 8-1) are
different because:

= =N
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Governmental funds report capital outlays as expenditures. However, in the Statement
of Aclivities, the cost of those assets is allocated over their estimated useful lives as
depreciation expense. This is the amount by which depreciation ($494,718) exceeded
capital outlays of $258,036 in the current period.

Property tax revenues in the Statement of Activities that do not provide current financial
resources are not reported as revenues in the funds. This is the net amount by which
deferred revenue changed between the current year ($10,665) and the prior year
$13,396.

Repayment of the bond and other long-term debt principal $735,000 is an expenditure
in the governmental funds, but the repayment reduces long-term liabilities in the
Statement of Net Position.

The implementation of GASB 68 required that certain expenditures be de-expended
and recorded as deferred resource outflows. These contributions made after the
measurement date of August 31, 2014 cause the change in the ending net position to
increase in the amount of $17,491. The District recorded their proportionate share of
the pension expense during the measurement period as part of the net pension liability.
The amounts expensed for fiscal year 2015 were ($32,577) for pension expense and
the amounts de-expended for the net deferred resource inflow recognized by TRS in
the measurement period were $13,192. This caused a decrease in the change in net
position in the amount of ($19,385). The impact of all of these is to decrease the
change in net position by ($1,894).

Internal service funds are used by management to charge the costs of certain activities,
such as workers compensation, to individual funds. The net revenue {expense) of the
internal service fund is reported with governmental activities {(Exhibit D-2).

Change in Net Position of Governmental Activities {Exhibit B-1)

The accompanying notes are an integral part of this statement.

{236,680)

2,731

735,000

{1,894)

19,547

3 160,959
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GUTHRIE COMMON SCHOOL. DISTRICT

Exhibit D-1
STATEMENT OF NET POSTION
PROPRIETARY FUNDS
AUGUST 31, 2015
Business Governmental
Activities Activities
711 753
Enterprise Internal
Fund Service fund
ASSETS:
Cash and Temporary Investments $ 472,154 1,073
Due from Other Funds 117,120 126,216
Total Assets $ 589,274 127,289
LIABILITIES:
Accounts Payable $ 14,264
Accrued Wages Payable 3,360
Due to Other Funds 3,466
Accrued Expenditures 67
Total Liabilities $ 6,893 14,264
NET POSITION:
Unrestricted Net Position $ 582,381 113,025

The accompanying notes are an integral part of this statement.
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GUTHRIE COMMON SCHOOL DISTRICT

OPERATING REVENUES

Charges to Other Funds

Local and Intermediate Sources
Total Revenues

OPERATING EXPENSES
Fixed Costs and Fees
Claims Paid
Instructional Costs

Total Expenses

Change in Net Position

Net Pasition - September 1 (Beginning)

Exhibit D-2
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN
NET POSITION
PROPRIETARY FUNDS
FOR THE YEAR ENDED AUGUST 31, 2015
Business Governmental
Activities Activities
71 753
Enterprise Internal
Fund Service Fund
$ 33,870
698,514
$ 698,514 33,870
$ 10,101
4,222
498,780
$ 488,780 14,323
$ 199,734 19,547
382,647 93,478
$ 582,381 113,025

Net Pgsition - August 31 (Ending)

The accompanying notes are an integral part of this statement.
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GUTHRIE COMMON SCHOOQL DISTRICT

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED AUGUST 31, 2015

INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS
Cash Flows from Operating Activities
Cash Received from User Charges
Cash Payments to Suppliers for Goods and Services

Net Cash Pravided by Operating Activities
Net Increase in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of the Year

Cash and Cash Equivalents at End of Year

RECONCILIATION OF OPERATING INCOME TO NET
CASH PROVIDED BY OPERATING ACTIVITIES

Operating Income
Changes in Assets and Liabilities
Increase in Due from Other Funds
Increase in Accounts Payable
Increase in Accrued Wages Payable
Increase in Due to Other Funds

Net Cash Provided by Operating Activities

Exhibit D-3
Business Governmental
Activities Activifies
711 753
Enterprise Internal
Fund Service Fund
698,514 3,000
(496,401) {1,927)
202,113 1,073
202,113 1,073
270,041 0
472 154 1,073
199,734 19,547
{20,639)
385 2,165
1,987
7
202,113 1.073

The accompanying notes are an integral part of this statement.
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GUTHRIE COMMON SCHOOL DISTRICT

STATEMENT OF FIDUCIARY NET POSITION
FIDUCIARY FUND
AUGUST 31, 2015

ASSETS:
Cash and Temporary Investments

Total Assets
LIABILITIES:
Due to Student Groups
Total Liabilities
NET POSITION:

Unrestricted Net Position

The accompanying notes are an integral part of this statement.

Exhibit E-1

Agency
Fund

64,888

64,888

64,888

64,888
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GUTHRIE COMMON SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Guthrie Common School District's (the District) basic financial statements have been prepared in
conformity with accounting principles generally accepted in the United States of America promulgated
by the Government Accounting Standards Board and other authoritative sources identified in
Statement on Auditing Standards No. 69 of the American Institute of Certified Public Accountants: as
applied to governmental units in conjunction with the Texas Education Agency's Financial
Accountability System Resource Guide (FAR). The Governmental Accounting Standards Board
(GASB) is the accepted standard setting body for establishing governmental accounting and financial
reporting principles. The more significant accounting policies of the District are described below.

A. REPORTING ENTITY

The Board of School Trustees (the Board), a seven-member group, has fiscal accountability over
all activities related to public elementary and secondary education within the jurisdiction of the
District. The Board is elected by the public. The Board has the exclusive power and duty to govern
and oversee the management of the District. All powers and duties not specifically delegated by
statute to the Texas Education Agency (the Agency) or to the State Board of Education are reserved
for the Board, and the Agency may not substitute its judgment for the lawful exercise of those
powers and duties by the Board. The District is not included in any other governmental "reporting
entity" as defined in governmental accounting and financial reporting standards. There are no
component units included within the reporting entity.

The District receives funding from local, state, and federal government sources and must comply
with the requirements of these funding entities.

B. BASIS OF ACCOUNTING AND PRESENTATION
GOVERNMENT-WIDE FINANCIAL STATEMENTS

The Statement of Net Position and the Statement of Activities display information about the
government-wide entity as a whole. These statements report information on all of the nonfiduciary
activities of the District. For the most part, the effect of interfund activity has been removed from
these statements. Governmental activities, which normally are supported by taxes, state foundation
funds, grants, and intergovernmental revenues, are reported separately from business-type
activities, which rely to a significant extent on fees and charges for support (i.e., internal service
funds are considered governmental activities and not business-type activities).

In the government-wide financial statements, long-term debt and other long-term obligations are
reported as liabilities in the statement of net position.

These government-wide financial statements were prepared using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when earned and
expenses are recorded when a liability is incurred, regardless of the timing of related cash flows.
Property taxes are recognized as revenues in the year for which they are levied. Grants and similar
items are recognized as revenue as soon as all eligibility requirements imposed by the provider
have been met.
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GUTHRIE COMMON SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

The Statement of Activities demonstrates how other people or entities that participate in programs
the District operates have shared in the payment of the direct costs. The “charges for services”
column includes payments made by parties that purchase, use, or directly benefit from goods or
services provided by a given function or segment of the District. Examples include tuition paid by
students not residing in the District, school lunch charges, etc. The “grants and contributions”
column includes amounts paid by organizations outside the District to help meet the operational or
capital requirements of a given function. Examples include grants under the Elementary and
Secondary Education Act. If a revenue is not a program revenue, it is a general revenue used to
support all of the District's functions. Taxes are always general revenues.

The District reports all direct expenses by function in the Statement of Activities. Direct expenses
are those that are clearly identifiable with a function. Indirect expenses of other functions are not
allocated to those functions but are reported separately in the Statement of Activities. Depreciation
expense is specifically identified by function and is included in the direct expense to each function
allocated. Interest on general long-term debt is considered an indirect expense and is reported
separately on the Statement of Activities.

All interfund transactions between governmental funds are eliminated on the government-wide
statements. Interfund activities between governmental funds and fiduciary funds remain as due
to/from on the government-wide Statement of Activities.

During fiscal year 2015, the District adopted GASB Statement No. 68 for Accounting and Reporting
for Pensions. With GASB 68, the District must assume their proportionate share of the Net Pension
Liability of the Teachers Retirement System of Texas. Adoption of GASB 68 required a prior period
adjustment to report the effect of GASB 68 retroactively. The amount of the prior period adjustment
is ($237,603). The restated beginning net position is $12,319,901.

FUND FINANCIAL STATEMENTS

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary
funds. Since the resources in the fiduciary funds cannot be used for District operations, they are
not included in the government-wide statements. Major governmental funds are reported as
separate columns in the fund financial statements.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as
soon as they are both measurable and available. Revenues are considered to be available when
they are collectible within the current period or soon enough thereafter to pay liabilities of the current
period. For this purpose, the government considers revenues to be available if they are collected
within 60 days of the end of the current fiscal period. Revenues from local sources consist primarily
of property taxes. No amounts have been recorded for property tax revenues collected after August
31, 2015. State revenues are recognized under the susceptible-to-accrual concept. Miscellaneous
revenues are recorded as revenue when received in cash because they are generally not
measurable until actually received. Investment earnings are recorded as earned, since they are
both measurable and available.
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GUTHRIE COMMON SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Expenditures generally are recorded when a liability is incurred, as under accrual accounting.
However, debt service expenditures and claims and judgments are recorded only when payment
is due.

In the fund financial statements, governmental fund types recognize bond issue costs in the current
period. The face amount of the debt issued is reported as other financing sources. Issuance costs,
whether or not withheld from the actual debt proceeds received, are reported as debt service
expenditures.

The proprietary fund and the fiduciary fund financial statements are reported using the economic
resources measurement focus and the accrual basis of accounting. Revenues are recorded when
earned, and expenses are recorded when a liability is incurred, regardless of the timing of related
cash flows. The District applies all GASB pronouncements, as well as the Financial Accounting
Standards Board pronouncements issued on or before November 30, 1989, unless these
pronouncements conflict or contradict GASB pronouncements.

Proprietary funds distinguish operating revenues and expenses from non-operating items.
Operating revenues result from providing goods and services in connection with a proprietary fund's
principal ongoing operations; they usually come from exchange or exchange-like transactions.
Interest income earned on the operating cash account is considered operating revenue. All other
revenues are non-operating.

GOVERNMENTAL FUND TYPES
The District reports the following major governmental funds:

General Fund — This fund is established to account for resources used for general operations.
All general tax revenues and other receipts that are not allocated by law or contractual agreement
to some other fund are accounted for in this fund. This is a budgeted fund and undesignated fund
balances are considered resources available for current operations.

For the year ended August 31, 2015, the District accounted for its Food Service Fund in the
general fund. Students are not charged for meals, and the general fund subsidizes all
expenditures in the Food Service Fund.

Debt Service Fund — This fund is used to account for payment of principal and interest on long-
term general obligation debt and other long-term debts for which tax has been dedicated. This is
a budgeted fund and any unused sinking fund balances will be transferred to the general fund
after all of the related debt obligations have been met.

Additionally, the government reports the following governmental fund types:

Special Revenue Funds — These funds are used to account for resources restricted to, or
designated for, specific purposes by a grantor. Federal financial assistance generally is
accounted for in a special revenue fund. Unused balances are returned to the grantor at the
close of specified project periods.
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GUTHRIE COMMON SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

PROPRIETARY FUND TYPES

Internal Service Funds - Internal service funds are used to account for revenues and expenses
related to services provided to parties inside the District, specifically for the operation of the
District’s partially self-funded insurance plan for workers' compensation on a cost- reimbursement
basis.

Enterprise Fund — The Enterprise Fund is used to account for the District's participation in the
Texas Virtual School Network Learning Program. The District establishes its own pricing policies
for this program designed to make a profit.

FIDUCIARY FUND TYPES

Agency Funds — These custodial funds are used to account for activities of student groups and
other organizational activities requiring clearing accounts. Financial resources for the agency
funds are recorded as assets and liabilities; therefore, these funds do not include revenues and
expenditures and have no fund equity. Student activity organizations exist with the explicit
approval of, and are subject to revocation by, the District's Board. If any unused resources are
declared surplus by the student groups, they are transferred to the general fund with a
recommendation to the Board for an appropriate utilization through a budgeted program.

C. BASIS OF ACCOUNTING APPLICABLE TO ALL FINANCIAL STATEMENTS

Capital assets, which include buildings and improvements, furniture and equipment, and vehicles,
are reported in the government-wide financial statements. Capital assets are defined by the District
as assets with an individual cost of more than $5,000. Such assets are recorded at historical cost
or estimated historical cost if purchased or constructed. The costs of normal maintenance and
repairs that do not add to the value of the asset or materially extend the assets’ useful lives are not
capitalized.

Revenues from state and federal grants are considered to be earned to the extent of expenditures
made under the provisions of the grant. Funds received but unexpended are reflected as deferred
revenues, and funds expended but not yet received are shown as receivables. If balances have
not been expended by the end of the project period, grantors generally require the District to refund
all or part of the unused amount.

Supplies and materials are debited as expenditures when purchased.

It is the District's policy to permit some employees to accumulate earned but unused vacation and
sick pay benefits. There is no liability for unpaid accumulated sick leave since the District does not
have a policy to pay any amounts when employees separate from service with the District.

Since Internal Service Funds support the operations of governmental funds, they are consolidated
with the governmental funds in the government-wide financial statements. The expenditures of
governmental funds that create the revenues of internal service funds are eliminated to avoid
“grossing up” the revenues and expenses of the District as a whole.
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GUTHRIE COMMON SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

When the District incurs an expense for which it may use either restricted or unrestricted assets, it
uses the restricted assets first whenever they will have to be returned if they are not used.

In accordance with the FAR, the District has adopted and installed an accounting system which
exceeds the minimum requirements prescribed by the State Board of Education and approved by
the State Auditor. Specifically, the District's accounting system uses codes and the code structure
presented in the Accounting Code Section of the FAR. Mandatory codes are utilized in the form
provided in that section.

. BUDGETARY DATA

The official budget was prepared on the modified accrual basis of accounting, which is consistent
with accounting principles generally accepted in the United States of America, for the general fund,
debt service fund, and the food service special revenue fund. The remaining special revenue funds
adopt project-length budgets which do not correspond to the District's fiscal year. The following
procedures are followed in establishing the budgetary data reflected in the basic financial
statements:

a. Prior to August 20 of the preceding fiscal year, the District prepares a budget for the next
succeeding fiscal year beginning September 1. The operating budget includes proposed
expenditures and the means of financing them.

b. A meeting of the Board is then called for the purpose of adopting the proposed budget. At
least 10 days public notice of the meeting must be given,

c. Prior to September 1, the budget is legally enacted through passage of a resolution hy the
Board.

The budget is prepared and controlled at the function level within each fund and is amended at this
level as needed. Amendments are presented to the Board at its regular meetings. Each amendment
must have Board approval. Such amendments are made before the fact and they are reflected in
the official minutes of the Board. During the year, several amendments were necessary.

. ENCUMBRANCE ACCOUNTING

Encumbrances for goods or purchased services are documented by purchase orders or contracts.
Under Texas law, appropriations lapse at August 31, and encumbrances outstanding at that time
are to be either canceiled or appropriately provided for in the subsequent year's budget. There
were no outstanding encumbrances at August 31, 2015.

. FUND EQUITY

The District has adopted GASB Statement 54, which redefined how fund balances of the
governmental funds are presented in the financial statements. Fund balances are classified as
follows:

Restricted — Amounts that can be spent only for specific purposed because of restriction by
external sources (creditors, laws of other governments, etc.) or by constitutional provision or
enabling legislation.
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GUTHRIE COMMON SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

Committed — Amounts that can be used only for specific purposes determined by formal action
by the Board of Trustees, the highest level of decision making authority.

Assigned — Amounts that can be used for a specific purpose as expressed by the authorized
administrator, the Supernintendent.

Unassigned — Amounts not included in other spendable classifications.

When an expenditure is incurred for purposes for which both restricted and unrestricted fund
balance is available, the District considers restricted funds to have been spent first. When an
expenditure for which committed, assigned, or unassigned fund balances are available, the District
considers amounts to have been spent first out of committed funds, then assigned funds, and finally
unassigned funds, as needed, unless the Board has provided otherwise in its commitment or
assignment actions.

NET POSITION ON THE STATEMENT OF NET POSITION

Net position on the Statement of Net Position include the following:

Net investment in Capital Assets — this component of net position represents the difference
between capital assets less both the accumulated depreciation and the outstanding balance of
debt, is directly attributable to the acquisition, construction, or improvement of those assets.

Restricted for Debt Service ~ this component of net position represents the difference between
assets and liabilities of the debt service fund that consists of assets with constraints placed on
their use by creditors.

Unrestricted - the difference between assets and liabilities that is not reported in Net Investment
in Capital Assets or Restricted for Debt Service.

H. PENSIONS

The fiduciary net position of the Teacher Retirement System of Texas (TRS) has been determined
using the flow of economic resources measurement focus and full accrual basis of accounting.
This includes for purposes of measuring the net pension liability, deferred outflows of resources
and deferred inflows of resources related to pensions, pension expense, and information about
assets, liabilities and additions to/deductions from TRS's fiduciary net position. Benefit payments
(including refunds of employee contributions) are recognized when due and payable in
accordance with the benefit terms. investments are reported at fair value.

CASH AND CASH EQUIVALENTS - PROPRIETARY FUNDS

For purposes of the Statement of Cash Flows for proprietary fund types, the District considers
highly liquid investments to be cash equivalents if they have a maturity of three months or less
when purchased.
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GUTHRIE COMMON SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

J. MANAGEMENT’'S USE OF ESTIMATES

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenues and expenditures during the
reporting period. Actual results could differ from those estimates.

2. DEPOSITS AND INVESTMENTS

Leqgal and Contractual Provisions Governing Deposits and Investments

The Public Funds Investment Act (the Act) (Government Code Chapter 2256) contains specific
provisions in the areas of investment practices, management reports and establishment of appropriate
policies. Among other things, it requires the District to adopt, implement, and publicize an investment
policy. That policy must address the following areas: (1) safety of principal and liquidity, (2) portfolio
diversification, (3) allowable investments, (4) acceptable risk levels, (5) expected rates of return, (6)
maximum allowable stated maturity of portfolio investments, (7) maximum average dollar-weighted
maturity allowed based on the stated maturity date for the portfolio, (8) investment staff quality and
capabilities, and (9) bid solicitation preferences for certificates of deposit.

Statutes authorize the District to invest in (1) obligations of the U.S. Treasury, certain U.S. agencies,
and the State of Texas; (2) certificates of deposit; (3) certain municipal securities; (4) money market
savings accounts; (5) repurchase agreements; (6) bankers acceptances; (7) mutual funds; (8)
investment pools; (9) guaranteed investment contracts; and (10) common trust funds. The Act also
requires the District to have independent auditors perform test procedures related to investment
practices as provided by the Act. The District is in substantial compliance with the requirements of the
Act and with local policies.

Policies Governing Deposits and Investments

In compliance with the Public Funds Investment Act, the District has adopted a deposit and
investment policy. That policy does not address the following risks:

a. Custodial Credit Risk — Deposits and Investments; In the case of depasits, this is the risk that in
the event of a bank failure, the government's deposits and investments may not be returned to it.
The District's policy does not contain legal or policy requirements that would limit the exposure to
custodial credit risk for deposits and investments, other than the following: The State of Texas
requires that a financial institution secure deposits and investments made by state or local
governments by pledging securities in excess of the highest cash balance of the government. The
District is not exposed to custodial credit risk because its deposits are all covered by depository
insurance and pledged securities held by a third party in the District's name.
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GUTHRIE COMMON SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS

b. Concentration of Credit Risk — The investment policy of the District contains no limitations on the
amount that can be invested in any one issuer. Investments in any one issuer (other than U.S.
Treasury securities, mutual funds, and external investment pools) that represent five percent or
more of the total entity investments represent a concentration risk. At August 31, 2015, all of the
District’s investments are in external investment pools, and as such the District has no risk.

c. Credit Risk — The risk that an issuer of other counterparty to an investment will not fulfill its
obligations. The ratings of securities by nationally recognized rating agencies are designed to give
an indication of credit risk. At August 31, 2015, the District was not significantly exposed to credit
risk.

d. Interest Rate Risk — Not applicable

e. Foreign Currency Risk — Not applicable

The carrying amount of the District's cash and temporary investments at August 31, 2015,
approximates fair value and consisted of the following shown below:

Cash in Bank ] 158,484
Certificates of Deposit 488,121
Logic - Liquid Asset Portfolio 2,812
Texpool 389
Lonestar - Liguidity Plus Fund 713,985
Lonestar - Liquidity Corporate Fund 5,463,519
6,827,310

Cash and Investments - Governmental Funds $ 6,762,422
Cash and Investments - Fiduciary Funds 64,888
3 6,827,310

Public Funds Investment Pools

Public Funds Investment Pools in Texas (Pools) are established under the authority of the Interlocal
Cooperation Act, Chapter 791 of the Texas Government Code, and are subject to the provisions of the
Public Funds Investment Act, Chapter 2256 of the Texas Government Code. In addition to other
provisions of the Act designed to promote liquidity and safety of principal, the Act requires Pools to: (1)
have an advisory board composed of participants in the Pool and other persons who do not have a
business relationship with the Pool and are qualified to advise the Pool; (2) maintain a continuous
rating of no lower than AAA or AAA-m or an equivalent rating by at least one naticnally recognized
rating service; and (3) maintain the market value of its underlying investment portfolio within one half
of one percent of the value of its shares.

The District’s investment in Pools are reported at an amount determined by the fair value per share of
the Pool's underlying portfolio, unless the Pool is 2a7-like, in which case they are reported at share
value. A 2a7-like pool is one which is not registered with the Securities and Exchange Commission as
an investment company, but nevertheless has a policy that it will, and does, operate in a manner
consistent with the SEC’s Rule 2a7 of the Investment Company Act of 1940.
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3. PROPERTY TAXES

Property taxes were levied by October 1 on the assessed value listed as of the prior January 1 for all
real and business personal property located in the District in conformity with Subtitle E, Texas Property
Tax Code. Taxes are due on receipt of the tax bill and are delinquent if not paid before February 1 of
the year following the year in which imposed. On January 1 of each year, a tax lien attaches to property
to secure the payment of all taxes, penalties, and interest ultimately imposed.

Delinquent taxes are prorated between maintenance and debt service based on rates adopted for the
year of the levy. All property taxes remaining uncollected after 10 years are provided for in the
allowance for uncollectibie taxes. Uncollectible personal property taxes are periodically reviewed and
written off, but the District is prohibited from writing off real property taxes without specific statutory
authority from the Texas legislature.

. DUE FROM OTHER GOVERNMENTS

The amount due from other governments consisted of $309,132 due primarily from the State for amount
earned and receivable under the Foundation and Per Capita programs and the District's shared service
arrangement fiscal agent.

- INTERFUND RECEIVABLES AND PAYABLES

Interfund balances at August 31, 2015, consisted of the following individual fund receivables and
payables:

Due from Due to
Other Funds Other Funds
General Fund
Intemal Senice Funds 5 5 122,750
Enterprise Fund 117,120
5 0 8§ 239,870
Intemal Senice Funds
General Fund 5 122750 §
Enterprise Fund 3,466
5 126,216 § 0
Enterprise Fund
General Fund S 117,120 §
Intemal Senice Fund 3,466
S 117,120 § 3,466

3 243,336 $ 243,336
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6. CAPITAL ASSETS

Capital asset activity for the year ended August 31, 2015, was as follows:

9/1/2014 Additions Deletions 8/31/2015
Capital Assets:

Land $ 41,061 § $ $ 41,061
Building and Improvements 14,039,981 164,983 14,204,964
Fumiture and Equipment 271,478 16,003 287,481
Vehicles 836,579 77,050 913,629
$15189,099 $§ 258,036 $ 0 $ 15,447,135

Accumulated Depreciation:
Building and Improvements $ 4990609 $ 397,206 $ $ 5,387,815
Fumiture and Equipment 207,837 21,762 229,599
Vehicles 584,806 75,748 660,554
$ 5783252 $§ 494,716 §$ 0 $ 6,277,968
Total Net Value of Capital Assets $§ 9,405,847 $ (236,680) $ 0 $§ 9,169,167

Depreciation expense was charged to functions of the primary government as follows:

Instruction 3 224,418
Instruction Resources and Media Senices 12,374
Curriculum and Instructional Staff Development 2,072
School Leadership 3,930
Guidance, Counseling, and Evaluation Senices 2,058
Health Senices 289
Student Transportation 37,830
Food Senvices 29,405
Extracumicular Activities 22,388
General Administration 33,989
Plant Maintenance and Operations 115,853
Security and Monitoring Sendces 768
Data Processing Senices 9,344

$ 494,716
e ——————

Capital assets are being depreciated using the straight-line method over the following useful lives:

Buildings and Improvements 15 - 30 years
Furniture and Equipment 5- 20 years
Vehicles 5- 10 years
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NOTES TO FINANCIAL STATEMENTS

. UNAVAILABLE REVENUE — PROPERTY TAXES

Governmental funds report deferred infiows of resources in connection with receivables for revenues that
are not considered to be available to liquidate liabilities of the current period. Deferred inflows of
resources consisted of the following at August 31, 2015;

General Debt
Fund Senice Fund Total
Property Taxes - Delinquent $ 11,608 % 3082 § 14,691
Less: Allowance for Uncollectible Taxes {1,201) (94) (1,295)
Total Deferred Inflows (Exhibit C-1) $ 10408 5 2988 % 13,396

LONG-TERM DEBT
General Obligation Bonds

A summary of changes in bonds payable for the year ended August 31, 2015, is as follows:

Amount Amount Issued Retired Amount

Interest Criginally  Outstanding Current Current  Outstanding

Description Rate Issued 8/31/2014 Year Year 8/31/2015
2009 Unlimited Tax

School Building Bonds 3.0-4.125% 5 3,000,000 $ 1,910,000 $ $ 245000 $ 1,665,000
2011 Unlimited Tax

Refunding Bonds 2.0-3.0% 3,440,000 2,025,000 490,000 1,535,000

$ 6,440,000 § 3935000 $ 0 $ 735000 $ 3,200,000

On July 1, 2009, the District issued $3,000,000 in unlimited tax school building bonds. The District used
the bonds to compiete the construction and equipping of school buildings, purchase of necessary sites,

and paying the costs of issuing the bonds. Interest expenditures for bonded debt for the year ended
August 31, 2015, totaled $71,338.

On February 10, 2011, the District issued $3,440,000 of bonds with an average rate of 2.50%, which
was used to advance refund $3,445,000 of outstanding series 2007 bonds to take advantage of lower
interest rates and reduce its overall debt service. Interest expenditures for bonded debt for the year
ended August 31, 2015, totaled $40,850.

Debt service requirements are as follows:

Fiscal Year 2009 Bonds 2011 Bonds
Ending August 31, Principal Interest Principal Interest Total
2016 $ 255,000 62,269 § 500,000 30,950 $ 848,219
2017 265,000 52,188 510,000 20,850 848,038
2018 275,000 41,388 525,000 7,875 849,263
2019 870,000 17,944 887,944

$ 1665000 3 173780 $ 1535000 $ 59,675 $ 3,433,464
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9. OPERATING LEASES

The District had entered into a lease agreement with Sovereign Bank to lease a bus. The lease is for
two years with the option to buy at fair market value of $62,250 at the end of the lease in 2016. For
the year ended August 31, 2015, lease expenditures approximated $15,044, including interest expense
of $175.

Future minimum rental payments for the operating lease are as follows:

Fiscal Year Total
Ending August 31, Payments
2016 $ 15,044

10. REVENUES FROM LOCAL AND INTERMEDIATE SOURCES

11.

During the current year, revenues from local and intermediate sources consisted of the following:

General Debt
Fund Senice Totals
Property Taxes, Penalties, Interest,
and Other Tax-Related Income $ 2914895 $ 843,071 $ 3,757,966
Interest Income 12,971 12,971
Rent 112,744 112,744
Other 18,398 18,398

$ 3,059,008 $ 843,071 $ 3,902,079

DEFINED BENEFIT PENSION PLAN

Pian Description

The District participates in a cost-sharing multiple-employer defined benefit pension that has a special
funding situation. The plan is administered by the Teacher Retirement System of Texas (TRS). TRS's
defined benefit pension plan is established and administered in accordance with the Texas
Constitution, Article XV, Section 67 and Texas Government Code, Title 8, Subtitle C. The pension
trust fund is a qualified pension trust under Section 401(a) of the Internal Revenue Code. The Texas
Legislature establishes benefits and contribution rates within the guidelines of the Texas Constitution.
The pension's Board of Trustees does not have the authority to establish or amend benefit terms.

All employees of public, state-supported educational institutions in Texas who are employed for one-
half or more of the standard work load and who are not exempted from membership under Texas
Government Code, Title 8, Section 822.002 are covered by the system.
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Pension Plan Fiduciary Net Position

Detailed information about the Teacher Retirement System's fiduciary net position is available in a
separately-issued Comprehensive Annual Financial Report that includes financial statements and
required supplementary information. That report may be obtained on the Internet at
http://iwww.trs.state.tx.us/about/documents/cafr.pdf#CAFR; by writing to TRS at 1000 Red River
Street, Austin, TX, 78701-2698; or by calling (512) 542-6592. The information provided in the Notes to
the Financial Statements in the 2014 Comprehensive Annual Financial Report for TRS provides the
following information regarding the Pension Plan fiduciary net position as of August 31, 2014.

Net Pension Liability Total
Total Pension Liability $  158,496,075,886
Less: Plan Fiduciary Net Position (132,779,243,085)
Net Pension Liability $ 26,716,832,801

Net Position as Percentage of
Total Pension Liability 83.25%

Benefits Provided

TRS provides service and disability retirement, as well as death and survivor benefits, to eligible
employees (and their beneficiaries) of public and higher education in Texas. The pension formula is
calculated using 2.3 percent (multiplier) times the average of the five highest annual creditable salaries
times years of credited service to arrive at the annual standard annuity except for members who are
grandfathered, the three highest annual salaries are used. The normal service retirement is at age 65
with five years of credited service or when the sum of the member's age and years of credited service
equals 80 or more years. Early retirement is at age 55 with five years of service credit or earlier than
55 with 30 years of service credit. There are additional provisions for early retirement if the sum of the
member's age and years of service credit total at least 80, but the member is less than age 60 or 62
depending on date of employment, or if the member was grandfathered in under a previous rule. There
are no automatic post-employment benefit changes; including automatic COLAs. Ad hoc post-
employment benefit changes, including ad hoc COLAs can be granted by the Texas Legislature as
noted in the Plan description above.

Contributions

Contribution requirements are established or amended pursuant to Article 16, section 67 of the Texas
Constitution which requires the Texas legislature to establish a member contribution rate of not less
than six percent of the member's annual compensation and a state contribution rate of not less than
six percent and not more than ten percent of the aggregate annual compensation paid to members of
the system during the fiscal year. Texas Government Code section 821.006 prohibits benefit
improvements, if as a result of the particular action, the time required to amortize TRS' unfunded
actuarial liabilities would be increased to a period that exceeds 31 years, or, if the amortization period
already exceeds 31 years, the period would be increased by such action.
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Employee contribution rates are set in state statute, Texas Government Code 825.402. Senate Bill
1458 of the 83" Texas Legislature amended Texas Government Code 825.402 for member
contributions and established employee contribution rates for fiscal years 2014 thru 2017. It also added
a 1.5% contribution for employers not paying Old Age Survivor and Disability Insurance {(OASDI) on
certain employees effective for fiscal year 2015 as discussed in Note 1 of the TRS 2014 CAFR. The
83" Texas Legislature, General Appropriations Act (GAA) established the employer contribution rates
for fiscal years 2014 and 2015.

Contribution Rates

2014 2015
Member 6.40% 6.70%
Non-Employer Contributing Entity (State) 6.80% 6.80%
Employers 6.80% 6.80%
2014 Employer Contributions $ 19,905
2014 Member Contributions 104,861
2014 NECE On-Behalf Contributions 92,463

Contributors to the plan include members, employers and the State of Texas as the only non-employer
contributing entity. The State contributes to the plan in accordance with state statutes and the General
Appropriations Act (GAA).

As the non-employer contributing entity for public education, the State of Texas contributes to the
retirement system an amount equal to the current employer contribution rate times the aggregate
annual compensation of all participating members of the pension trust fund during that fiscal year
reduced by the amounts described below which are paid by the employers. Employers including public
schools are required to pay the employer contribution rate in the following instances:

* On the portion of the member's salary that exceeds the statutory minimum for members
entitled to the statutory minimum under Section 21.402 of the Texas Education Code.

e During a new member's first 90 days of employment.
When any part or all of an employee's salary is paid by federal funding source or a
privately sponsored source.

In addition to the employer contributions listed above, when employing a retiree of the Teacher
Retirement System the employer shall pay both the member contribution and the state contribution as
an employment after retirement surcharge.






